decade-long stagnation (in fact, this share fluctuated around zero from 1965 to 1975). Second, it experienced unprecedented growth from the mid-1990s to the present. By 2007, this share had risen to twice its previous high point. More than half of this increase can be attributed to lower investment and the remainder to increased profitability of the financial sector. Shareholder income (relative to value added) in the nonfinancial corporate sector declined substantially during the mid-1970s as well but has not displayed any specific trend since the late 1980s.
What about the share of total labor compensation in value added? As the right panel of the chart shows, in the financial sector this share tends to increase at the beginning of each recession (by 2.15 percent on average), only to drop by a larger amount (-3.8 percent on average) later in the cycle. The labor compensation share in nonfinancial corporations behaves similarly up to the mid-1980s. Since then recessions have instead been associated with a drop in the labor share of nonfinancial corporations. Perhaps most curious is that the labor share for financial corporations skyrocketed in the current crisis. It increased by 44 percent-from 0.50 in mid-2007 to a record-high of 0.72-by the end of 2008. Why such a big shift? Labor compensation did not change much while value added declined dramatically.
The U.S. financial sector increased substantially during the past five decades. Growth between 1995 and 2006 certainly translated into record-high shareholder returns. Labor compensation returns in the financial sector were also dramatically high at the onset of the current crisis.
-Chanont Banternghansa and Adrian Peralta-Alva 
